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Chapter 3 


Building the Business 


Before I get into a discussion on how to build and maintain 
an underground economy living, let me talk of a thing or two 
that should not be contemplated as a line of business. 

My local chief of police was taking a few minutes after a 
lunch to explain how self-employed scamsters “clean out” our 
community. They come in just like clockwork about every 24 
months, he said. “After driving in from larger cities they take up 
temporary residence in one of our cheaper motels. Apparently, 
they believe it takes two years for us little kids in the sticks to for- 
get about their last incursion.” 

Their mode of operation varies a bit, but it always involves 
employing some sort of well-rehearsed, previously planned 
home-repair fraud or the simple pilfering a local merchant, the 
chief explained. Whole families run these scams, from toddlers 
up through grandparents. If they are caught, a guy from the city 
comes down with a huge roll of bills to bail them out. 

Using a list of local names supplied by the chief, I motored 
on down to talk to some local people who had been taken the 
last time these traveling con artists appeared. Other than the 
fact that they’re interesting accounts of cheating people for 
tax-free income, the following two cautionary tales do not 
apply to you or me. 

One scam I uncovered was the one “Steve” at Warehouse 
Foods told me about. It seems that two women dressed in long, 
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provocative, scooped-neck, filmy, colorful dresses came into 
Steve’s supermarket. Each had a half-dozen kids in tow. No one 
in the group seemed to understand English. Later, Steve discov- 
ered that the kids were all trained and rehearsed. Immediately, 
they started tearing up and down the aisles, knocking over shop- 
pers and displays. Several clerks tried to intervene but were 
ignored by the youthful terrorists. 

Then the two young women, acting as mothers (which they 
probably were not), got into a catfight. They screamed and scre- 
eched at each other, pulling and shoving. Lots and lots of leg 
and skin were revealed. As if on cue, the kids kept up their part 
of the mayhem. 

All of Steve’s employees and shoppers were distracted trying 
to sort things out. Suddenly, as if someone blew a whistle or gave 
a secret sign, all the troublemakers ran for the door. They piled 
into a waiting car and were gone instantaneously. Steve does not 
believe a license plate was showing. 

Shortly thereafter, Steve discovered that most of his expen- 
sive porterhouse and T-bone steaks, all of his canned hams, and 
several blocks of expensive cheese were missing. There was also 
the matter of about $400 in cash missing from one of the cash 
registers. He has them on videotape, but, as Steve said, “So 
what? Other than dress and companions, we probably couldn’t 
identify them from the tapes.” 

“Daniel” runs a used car lot. He was too busy—and perhaps 
too embarrassed to talk about what happened to him, but I fol- 
lowed him around till the whole thing came out. 

“They came in here and asked to test-drive one of my used 
cars parked out on the line,” Dan said. “I don’t dare let them 
take a car up the road out of sight. They strip off anything they 
can, even taking the spare tire and jack. If there are any good 
tires on my rig, they will take them off, replacing them with old, 
worn skins from their rig. 

“No sense even dealing with them,” he cautioned. “It’s a 
waste of time.” His voice started to quiver with emotion. “They 
only steal, never buy,” he said. 

“Have you ever been scammed by these people?” I asked. 
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“Yes, several years ago when I first took over the business 
from my father,” he confided. “I knew there was trouble the 
minute they came on my lot, but the fellow was slightly dark 
skinned. When I turned him down, he started hollering about 
my being prejudiced. 

“I am prejudiced, and I know it,” Dan said, “so I often react 
in the opposite direction, trying to compensate. Then there was 
the girl.” 

“Girl?” 

“Yes, she was maybe 18 years old with a magnificent chest. 
These people have a religious thing, I think, about a woman’s 
front. Something about exposing as much as possible without 
going to jail. Anyway, I foolishly thought about her being alone 
here in the office, so I gave him the keys. 

“Later that afternoon I discovered that they had stripped 
four new tires from my car, replacing them with old, worn ones. 
They took the spare and jack as well as the rug out of the truck 
and out of the back seat. My vehicle had a nice, expensive radio, 
which they also pinched. 


Dan the used car dealer had a tremendous problem fending off dishonest cus- 
tomers and countering the image of other disreputable used car dealers in the 
area. What this means is that undergounders might have to contend with cus- 
tomers’ suspicions of their integrity and reliability. 
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“Now when they come in I get my gun out and threaten to 
call the sheriff unless they immediately leave without even 
touching anything.” 

Groups come from different large cities, but Dan thinks they 
are the same because of the cheap, dark suits some of the men 
wear and the women’s long, flowing dresses with heavily 
scooped bodices. 

Dan’s reaction to these con artists is interesting since in his 
capacity as a small-town independent businessman he often con- 
tracts with off-the-books mechanics to rebuild and repair vehi- 
cles. Obviously, he is not irrationally opposed to free-lancers. 
Dan is just very jumpy about certain groups of people with 
whom he has had bad experiences. 

There is no message in these two stories except that these 
types of folks are the ones who give average, hard-working, 
honest underground workers a very black eye. Because of them 
and other dishonest, incompetent workers flooding our land, 
regular people who might employ underground workers are 
rightfully suspicious. 

Dan uses underground employees because engine overhaul 
mechanics are in very short supply. It used to be that good 
rebuilt-engine mechanics could be found under every shade 
tree, but not any more. Perhaps they are all working for cash, 
but in many places getting an engine changed out and rebuilt 
is very tough. 

“Kevin” is typical of those in this field working the under- 
ground angle. He takes personal checks and cash from corpora- 
tions. Nobody, including Kevin himself, recalls his SSN. No 
business cards, stationery, or business checking account for this 
fellow. He laughs when he says he must hold the world record 
for the number of money orders received in payment. 

Kevin relies entirely on word-of-mouth advertising. Reg- 
ular businessmen have to be green with envy that Kevin’s 
advertising budget is zip—no yellow pages, no service listing 
in the newspaper, no sign, no giveaway pencils, no nothing. 
And after his 12 years in the business, no one in his area hes- 
itates to have him overhaul an engine. 
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Kevin’s biggest expense is his garage, in which he works 
very quietly—this in a relatively small community that has zon- 
ing laws prohibiting such. Therefore, he keeps his place nicely 
tidied up—no dead car bodies or engine blocks lying about. 
Kevin realizes that the village can close him down at any time. 
As insurance he rebuilds neighbors’ lawn mowers and even car 
engines at gratuitous rates. The village’s building inspector 
came to visit once; Kevin gave him a nice used shotgun and 
hasn’t seen the man since. 

Fifty years ago the little back barn he uses for a garage housed 
the family carriage horse. He stays at that location because of con- 
venience and because he attracts less attention than if he rented a 
separate location elsewhere. Even underground workers are 
aware of overhead. “If I had my shop in a separate location, I 
would have extra phone, rent, heat, and light bills to pay, increas- 
ing my costs,” Kevin explained. 

Kevin estimated that his entire array of tools—including 
wrenches, air compressor, engine stand, jacks, and others—cost no 
more than $3,500. He charges a flat $30 per hour plus parts. 


In his area Kevin has the reputation of being the best and fastest engine 
rebuilder, but cash only, please. 
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Unless your engine is unusual, Kevin’s 12 years of experience 
allow him to provide firm estimates. “Estimates provide a comfort 
level for many people,” Kevin noted. “Another thing to do to 
increase credibility,” he offered, “is to give written guarantees. I 
frequently mention how long I have been in business.” 

Like many people interviewed about the underground econ- 
omy, Kevin does not want to estimate or have us estimate how 
much money he pulls in annually from his engine overhaul busi- 
ness. However, a back-of-the-envelope guess is the he works 
about 30 hours per week times 50 weeks each year times $30 per 
hour. This pencils out to about $45,000 annually. He does have 
a large amount of work done at local machine shops (which also 
probably takes off-the-books cash), but these expenses are 
charged separately from his fees. 

Forty-five grand per year sounds high, but it probably isn’t. 
Kevin is virtually always backed up two or three weeks on 
engines waiting for repair. Sometimes he works on contract, 
probably netting lots more than his regular $30 per hour. Even 
by backing out $5 per hour for tool replacement, breakage, sup- 
plies, and property maintenance we find Kevin with a take-home 
net of about $37,500 per year. 

I motored over to talk to “Adam” about homeowner scams. 
Adam is the local fellow who fell into one of the common trav- 
eling home repair con jobs. It all started, he said, when a woman 
called offering special, energy-efficient thermopane doors and 
windows. “They were really low priced,” he explained. “I 
thought she had made a mistake, and I wanted to take advantage 
of the situation.” 

He bit. Within three hours there was a whole crew at his 
place eager to start. 

“It was a really big mistake to give them a $1,000 down pay- 
ment,” Adam lamented. “They tore out several windows and a 
door and then disappeared. Next day they were back with win- 
dows and a door they wanted to start to install. In return they 
demanded another $1,000 for supplies. The windows and door 
they had were bad: very crude, poorly put together, and carried 
no rating,” Adam told me. 
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“T realized I had made a very costly, bad mistake. They 
refused to continue without additional payment, thinking I was 
trapped with the house all torn up and all. I absolutely refused 
to pay more or even allow installation of the junky products they 
had in hand,” Adam said. 

“You can’t cheat an honest man,’ the old saying goes. I was 
trying to get something for nothing and lost my $1,000 in the 
process,” he admitted. 

“David” is a black-economy carpenter whom Adam called 
to repair his house after it was hit by the scamsters. David has 
four little kids and has lived all over the United States and 
says that, unlike Kevin, the mechanic, he can work anywhere 
in the country. 

“Need for good finish carpenters is not regional. We are 
always in demand,” David said. “It’s a matter of price. People 
always have a project around the house they need done. Even 
when the building trade goes sour, there is still plenty of work 
remodeling, hanging doors, and installing new kitchen cabinets. 
Only thing that happens during a slowdown is that my price per 
hour adjusts down a bit,” he said. “Otherwise I can’t compete 
with all of the other out-of-work carpenters.” 

David says that when this happens he works more hours to 
compensate, keeping his income about the same. Or he tries to take 
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more jobs on contract, allowing for a slightly better return. 
Generally, David says he averages about 50 hours per week at 
roughly $25 per hour. This works out to be about $62,500 per year. 

David’s greatest challenge involves initially convincing peo- 
ple that he is an honest, skilled, reputable carpenter who needs 
to be paid by personal check or cash. 

“I could get significantly more work if I took credit cards,” 
David said, “but I have a religious thing about using them myself 
and won’t take plastic even if it wouldn’t compromise my under- 
ground status.” 

He has cards printed up that read “David’s Projects,” but no 
yellow page listing, business phone number, or checking 
account. He arrives at the work site in a plain, older station 
wagon from which all door handles have been removed. Instead 
of unlocking a door, David opens it by inserting a screwdriver in 
the empty handle slot. No sign marks this as a carpen- 
ter’s/contractor’s vehicle. He claimed he has about $12,000 
invested in tools. That sounded high, but David rattled off a 
compressor, nail gun, small tools, miter saw, table saw, router, 
drills, ladders, scaffolding, and other accumulated stuff that he 
said would take most of $12,000 to replace. 

“References needed to assure homeowners that I am not a 
fly-by-night home repair scamster are sometimes tough,” David 
said. “If I get to a new area and times are tough I may virtually 
have to give away the first few jobs. I look around for a church 
under construction or other charitable job.” He will work a few 
weeks for free for these people, building credibility. “When I can 
find these circumstances, I will instantly have a whole year’s 
worth of work,” he claimed. 

Sometimes he checks in at lumberyards or building supply 
places, but this requires great caution. Usually once he does a 
few jobs, people know he is competent, inexpensive, efficient, 
and honest. Work just piles in. Absolutely everybody has a little 
project he wants done. 

His wife comes to the homeowner’s job site with his kids at 
least once. “This further reinforces the fact that I am responsible 
and obviously in great need of employment,” he noted. 
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“Very few people ask about my tax status,” David explained. He 
ends up working for very few more people than once or twice. 
Because he secures no building permits, David believes that his 
homeowner customers must suspect something. If they want them, 
homeowners can go to city hall for their own permits. He also does 
not make an issue of the fact that he has no contractor’s license. 

Given all of the homeowner’s scams that are out there, it is a 
wonder that anyone will hire him. David believes he is hired on 
small jobs first that allow him to demonstrate high quality and low 
prices. Many people suddenly find that they can afford to do more 
renovating around the house than they originally anticipated. 

“One way to look credible is not to ask for an advance,” 
David said. If it’s a really large, costly job, he will ask home or 
factory owners to buy the materials themselves. He finds that 
there is a great difference between asking homeowners for an 
advance for material and having them purchase large, expensive 
items themselves. Also he has an address that is not a cheap 
motel, and he has a phone and business cards. 

David is no different from many other skilled craftsmen run- 
ning about the country doing various jobs. Some make it a goal 
to operate entirely in the underground economy; others keep 
some form of books. 

Wherever there is a demand for reasonably priced electri- 
cians, plumbers, bookkeepers, carpet layers, mechanics, carpen- 
ters, or other workers, and taxes average over 20 percent or 
more, it will profit these kinds of workers to be out there. In the 
more rural areas they will more likely earn money from agricul- 
ture-related endeavors; in cities there will be more high-tech 
stuff, perhaps even something to do with computers. Even the 
Wall Street Journal has noted the emergence of skilled under- 
ground craftsmen in the inner city where tenants do not have 
sufficient money to repair their badly rundown housing, much 
of which belongs to the government or private owners who 
refuse to make repairs. 

Each person intending to earn a living in the underground 
economy will have to evaluate his or her own personal situation 
and area. (I personally probably could not make much of a liv- 
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ing in a big city. That is not my background.) And most under- 
ground economy participants should be prepared for the shock 
of finding how much competition they really have. Some econ- 
omists reckon that virtually every small businessman is dealing in 
the underground economy to some extent, and it seems as 
though tax authorities agree but can do little because the situa- 
tion is so universal. 

Selling products in the black economy is certainly easier than 
engaging in service-oriented work. Some people really do make 
a good living from flea markets, but, in general, finding exam- 
ples of people living off products they manufacture themselves 
for underground sale was tough. 

“Mitch” is one of the few. He is extremely clever at carving 
things from wood. No one knows for sure how many birds, 
dogs, and figurines he whittles in a day. There is little chance of 
his being compromised as long as he maintains a low profile. 
The value of his tools is probably about $2,000. Because he 
pursues basically a craft but sells his products at retail, Mitch’s 
status with the planning and zoning people is uncertain. 
Estimating his annual income, which must be at least $75,000, 
is tenuous. Mitch says he is most fearful of the state sales tax 
collector, because he operates from a fixed location much like 
other retail merchants. He won’t say for sure, but one suspects 
that large cash sales go in the cigar box while credit card and 
check sales go in the register. There is also the matter of whole- 
sale sales, so who really knows? I don’t think even Mitch does, 
but he does live comfortably. 

Others sell products to city people: cordwood, mushrooms, 
turtles, fresh fish (such as carp and gar), Christmas trees, floral 
items, and even wild berries and honey. In all these cases, one’s 
credibility and reliability are evaluated on the basis of production 
i.e., come up with two gallons of huckleberries for $40 or a nice 
Christmas tree for $6 and you are credible. 

Always keep in mind that even the skilled craftsmen we 
talked who work in the underground economy do not usually 
work very long each year at any one thing—and certainly not at 
any one job. Recently I encountered some computer nerds with 
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neither phone, business address, nor business cards. “Call the 
clerks at Circuit City if you want to get hold of me,” they 
instructed. They are the exception, operating this way because 
their skills are so much in demand. 

Generally, most underground workers run small-scale 
enterprises. They will have generic business cards listing a 
home phone and a mail address, usually a postal box. Buyers 
are left to write on the card what of many specific goods and 
services they expect. 

Mostly reputable, established underground workers will rely 
on the magic of word-of-mouth advertising to bring in clients, 
and good, honest, professional work for every client will always 
bring in others. 


